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medical benefits when a carrier be-
comes insolvent and such obligations 
are not otherwise fully secured by a 
State guaranty fund. Any gap in State 
guaranty fund coverage will have a di-
rect effect on the amount of security 
the Office will require a carrier to post. 
As used in this subpart, the terms ‘‘ob-
ligations under the Act’’ and ‘‘LHWCA 
obligations’’ mean a carrier’s liability 
for compensation payments and med-
ical benefits arising under the 
Longshore and Harbor Workers’ Com-
pensation Act and any of its exten-
sions. 

§ 703.202 Identification of significant 
gaps in State guaranty fund cov-
erage for LHWCA obligations. 

(a) In determining the amount of a 
carrier’s required security deposit, the 
Office will consider the extent to which 
a State guaranty fund secures the in-
surance carrier’s LHWCA obligations 
in that State. When evaluating State 
guaranty funds, the Office may con-
sider a number of factors including, but 
not limited to— 

(1) Limits on weekly benefit 
amounts; 

(2) Limits on aggregate maximum 
benefit amounts; 

(3) Time limits on coverage; 
(4) Ocean marine exclusions; 
(5) Employer size and viability provi-

sions; and 
(6) Financial strength of the State 

guaranty fund itself. 
(b) OWCP will identify States with-

out guaranty funds and States with 
guaranty funds that do not fully and 
immediately secure LHWCA obliga-
tions and will post its findings on the 
Internet at http://www.dol.gov/esa/owcp/ 
dlhwc/lstable.htm. These findings will 
indicate the extent of any partial or 
total gap in coverage provided by a 
State guaranty fund, and they will be 
open for inspection and comment by all 
interested parties. If the extent of cov-
erage a particular State guaranty fund 
provides either cannot be determined 
or is ambiguous, OWCP will deem one 
third (331⁄3 percent) of a carrier’s 
LHWCA obligations in that State to be 
unsecured. OWCP will revise its find-
ings from time to time, in response to 
substantiated public comments it re-

ceives or for any other reasons it con-
siders relevant. 

§ 703.203 Application for security de-
posit determination; information to 
be submitted; other requirements. 

(a) Each insurance carrier authorized 
by OWCP to write insurance under the 
LHWCA or any of its extensions, and 
each insurance carrier seeking initial 
authorization to write such insurance, 
must apply annually, on a schedule set 
by OWCP, for a determination of the 
extent of its unsecured obligations and 
the security deposit required. The ap-
plication must be addressed to the 
Branch of Financial Management and 
Insurance (Branch) within OWCP’s Di-
vision of Longshore and Harbor Work-
ers’ Compensation, and be made on a 
form provided by OWCP. The applica-
tion must contain the following: 

(1) Any carrier seeking an exemption 
from the security deposit requirements 
based on its financial standing (see 
§ 703.204(c)(1)) must submit documenta-
tion establishing the carrier’s current 
rating and its rating for the imme-
diately preceding year from each insur-
ance rating service designated by the 
Branch and posted on the Internet at 
http://www.dol.gov/esa/owcp/dlhwc/ 
lstable.htm. 

(2) All other carriers, and any carrier 
whose exemption request under para-
graph (a)(1) of this section has been de-
nied, must provide— 

(i) A statement of the carrier’s out-
standing liabilities under the LHWCA 
or any of its extensions for its LHWCA 
obligations for each State in which the 
obligations arise; and 

(ii) Any other information the 
Branch requests to enable it to give the 
application adequate consideration in-
cluding, but not limited to, the reports 
set forth at § 703.212. 

(b) If the carrier disagrees with any 
of OWCP’s findings regarding State 
guaranty funds made under § 703.202(b) 
as they exist when it submits its appli-
cation, the carrier may submit a state-
ment of its unsecured obligations based 
on a different conclusion regarding the 
extent of coverage afforded by one or 
more State guaranty funds. The carrier 
must submit evidence and/or argument 
with its application sufficient to estab-
lish that such conclusion is correct. 
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(c) The carrier must sign and swear 
to the application. If the carrier is not 
an individual, the carrier’s duly au-
thorized officer must sign and swear to 
the application and list his or her offi-
cial designation. If the carrier is a cor-
poration, the officer must also affix the 
corporate seal. 

(d) At any time after filing an appli-
cation, the carrier must inform the 
Branch immediately of any material 
changes that may have rendered its ap-
plication incomplete, inaccurate or 
misleading. 

(e) By filing an application, the car-
rier consents to be bound by and to 
comply with the regulations and re-
quirements in this part. 

§ 703.204 Decision on insurance car-
rier’s application; minimum amount 
of deposit. 

(a) The Branch will issue a decision 
on the application determining the ex-
tent of an insurance carrier’s unse-
cured LHWCA obligations and fixing 
the amount of security the carrier 
must deposit to fully secure payment 
of its unsecured obligations. The 
Branch will transmit its decision to 
the applicant in a way it considers ap-
propriate. 

(b) The Branch may consider a num-
ber of factors in setting the security 
deposit amount including, but not lim-
ited to, the— 

(1) Financial strength of the carrier 
as determined by private insurance rat-
ing organizations; 

(2) Financial strength of the carrier’s 
insureds in the Longshore industry; 

(3) Extent to which State guaranty 
funds secure the carrier’s LHWCA obli-
gations in the event the carrier de-
faults on its obligations or becomes in-
solvent; 

(4) Carrier’s longevity in writing 
LHWCA or other workers’ compensa-
tion coverage; 

(5) Extent of carrier’s exposure for 
LHWCA coverage; and 

(6) Carrier’s payment history in sat-
isfying its LHWCA obligations. 

(c) In setting the security deposit 
amount, the Branch will follow these 
criteria: 

(1) Carriers who hold the highest rat-
ing awarded by each of the three insur-
ance rating services designated by the 

Branch and posted on the Internet at 
http://www.dol.gov/esa/owcp/dlhwc/ 
lstable.htm for both the current rating 
year and the immediately preceding 
year will not be required to deposit se-
curity. 

(2) Carriers whose LHWCA obliga-
tions are fully secured by one or more 
State guaranty funds, as evaluated by 
OWCP under § 703.202 of this subpart, 
will not be required to deposit security. 

(3) The Branch will require all car-
riers not meeting the requirements of 
paragraphs (c)(1) or (2) of this section 
to deposit security for their LHWCA 
obligations not secured by a State 
guaranty fund, as evaluated by OWCP 
under § 703.202 of this subpart. For car-
riers that write only an insignificant 
or incidental amount of LHWCA insur-
ance, the Branch will require a deposit 
in an amount determined by the 
Branch from time to time. For all 
other carriers, the Branch will require 
a minimum deposit of one third (331⁄3 
percent) of a carrier s outstanding 
LHWCA obligations not secured by a 
State guaranty fund, but may require a 
deposit up to an amount equal to the 
carrier’s total outstanding LHWCA ob-
ligations (100 percent) not secured by a 
State guaranty fund. 

(d) If a carrier believes that a lesser 
deposit would fully secure its LHWCA 
obligations, the carrier may request a 
hearing before the Director of the Divi-
sion of Longshore and Harbor Workers’ 
Compensation (Longshore Director) or 
the Longshore Director’s representa-
tive. Requests for hearing must be in 
writing and sent to the Branch within 
10 days of the date of the Branch’s deci-
sion. The carrier may submit new evi-
dence and/or argument in support of its 
challenge to the Branch’s decision and 
must provide any additional docu-
mentation OWCP requests. The 
Longshore Director or his representa-
tive will notify the carrier of the hear-
ing date within 10 days of receiving the 
request. The Longshore Director or his 
representative will issue the final 
agency decision on the application 
within 60 days of the hearing date, or, 
where evidence is submitted after the 
hearing, within 60 days of the receipt of 
such evidence, but no later than 180 
days after receiving the carrier’s re-
quest for a hearing. 
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